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The Problem

State Inititiatives to improve
coverage and fund hospital care
In Medicaid

2009: Hospital provider tax that
increased hospital reimbursement for
Medicaid services and created state
funding source for the ACA Medicaid
expansion

2014 ACA Medicaid expansion
decreased uninsured rate and cut
charity care/bad debt by 50%+

Results = Rising insurance costs
and hospital costs

2009-2018 CO hospital costs grew
50%+ more than national average

In 2009, CO hospital profits exceeded
national median by 5 times; in 2018,
profits exceeded national median by 7
times

$3,500

$3,000

52,500

52,000

51,500

51,000

Met Income Per Adjusted Discharge

5500

Colorado 2018 @

[ olorado 009 @

Medians 2018

Medians 2009

5_
56,000

57,000 58,000 59,000 510,000 511,000 512,000 513,000 514,000
Hospital-Only Operating Expense Per Adjusted Discharge



The Approach to Identify Solutions

In 2014, the State Legislature established the Colorado Commission on
Affordable Health Care to understand why commercial health care costs

were rising so fast
o The main finding still used today: hospital financial analysis is needed at the state level.

Using Medicare Cost Report data, create metrics on Net Patient Revenue,
Hospital-Only Operating Cost, and Net Income by dividing data by adjusted

discharges.

o Net Patient Revenue divided by Adjusted Discharge = Price per Patient

0 Hospital Only Operating Cost divided by Adjusted Discharge = Cost per Patient
o NetIncome divided by Adjusted Discharges = Profit per Patient

Observe trends across hospital types
0 Health systems, independents, for-profit, not-for-profit, rural, urban, by bed size



Summary of the Analysis Conducted by
The Colorado Department of Health Care
and Financing

Report Published in August, 2021
Hospital Cost, Price & Profit Review



https://hcpf.colorado.gov/sites/hcpf/files/Hospital%20Cost%20Price%20and%20Profit%20Review%20Full%20Report_withAppendices-0810ac.pdf
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Transparency: Medicare Cost Reports, 2018
CO Rankings: 6th Price, 9th Cost, 1st Total Profit
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National
Median Cost-
Price
Scatterplot of
Colorado
Hospitals,
including Net
Income/Profit
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COVID-19 & Hospital Finances

Operating Margin, Calendar years 2020 and 2019

HCA - HealthOne UCHealth Adventist Health Banner Health
m Full Year 2020 Operating Margin (incl all Stimulus) m Full Year 2019 Operating Margin

- HCA-HealthOne has returned their stimulus disbursements
- SCL Health Operating margin end of 2019 was 5.8% and through Sep 2020 it was 8.3%
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Community Benefit can be Represented in
Different Ways

AHA reports all benefits and uncompensated care

|
Reported to the IRS
|
Reported through HB 19-1320
| |

+ Community investment + Charity care program + Medicaid and other non- + Bad debt

activities Medicare public program

unreimbursed costs + Medicare shortfall

+ Medical research &

professional education

Community impact FROM Financial impact TO

providing services providing services
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2017 Community Benefit Categories and
Percent of Total Expenses

Percent of | Typical for | Typical for
Community Benefit Category total nonprofit for-profit
expense hospitals? hospitals?
Financial assistance, unreimbursed Medicaid, unreimbursed costs from 6.4% v v
means-tested government programs
Medicare shortfall 3.1% v v
Bad debt expense attributable to financial assistance 0.4% v v
Subtotal attributable for both nonprofit and for-profit 9.9%
Health professions education 1.7% v
Medical research 0.5% v
Cash and in-kind contributions to community groups 0.3% v
Community building activities 0.1% v
Other (community health improvement, subsidized health) 1.7% v
Total 13.8%
Percent of total that is attributable for both nonprofit and for-profit 71.7%
Total does not sum due to
rounding.
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https://www.aha.org/system/files/media/file/2020/07/aha-2017-schedule-h-reporting.pdf

2018 Charity Care as a Percent of
Net Patient Revenues

By Hospital System By Profit Status
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Questions?
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